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rates of paymentshallbe considered true and correct unless audited or Attachment 4.19-D*viewedby the department within 18 months after July 1, 1969, the close of 
: periodcovered by thereport, or after the dateof submission of the Appendix 2 

original or amended report by the provider, whichever is later. Moreover the Page 2 
cost reports and other data for cost reporting periods beginning on January 1, 
1972, and thereafter shall be considered true and correct unless audited or 
reviewed within three yearsafter theclose of theperiod covered by the 
report, or after the date of submission of the original or amended report by
the provider, whichever is later. 

Nothing in this section shall be construedto limit the correction of cost 
reports or rates of payment when inaccuraciesare determinedto be the result 
of intent to defraud, or when a delay in the completion of an audit is the 
result of willful acts by the provider or inability to reach agreement on the 
terms of final settlement. 

Notwithstanding any other provision of law, nursing facilities and all 
categories of intermediate care facilities for the developmentally disabled 
which have received and are receiving funds for salary increases pursuant to 
Sections 141 10.6and 14110.7 shall maintain payroll and personnel records for 
examination by auditors from the department and the Labor Commissioner 
beginning March 1985 until the records have been audited, oruntil December 
31, 1992, whichever occurs first. 
(Added by Stats.1977, c. 1046, p. 3172. Q 6. Amended by c. 429, Q 248.1, 

: Ieff. July 17, 1978, operative July 1, 1978;Stats.1981, c. 1129, p. 4408, Q 1; Stats1985, I .  

c. 787, Q 1, eff. Sept. 19, 1985; Stats.1989, c. 731, Q 23; Stats.1990, c. 1329(S.B.15241, I:‘ 

Q 32, eff. Sept. 26, 1990.) 
Historical and Statutory Notes 

c. 19. p. 80. amendedSettion 2 of 
by Stats.1981. c.1129,p. 4410, § 2, and § 2.5 
of Stats.1978. c.19, addedby Stats.1981, c 
1129.p. 4412,s 3, and amended by Stats.1985, 
c. 787, g 2, provide: 

“Sec. 2. (a) The Legislature herebyfinds 
and declares that a high rate of turnover 
among staff in intermediate care facilities and 
skilled nursing facilities diminishes the quality
of care rendered to patients in those facilities. 
The Legislature funher finds that the turnover 
among employees of those facilities is substan 
iially attributable to thefact thatthe wages
paid those employees are generally lower than 
the wages paid employees of other health care 
institutions in similar job classifications. It is 
the intent of the Legislature that Medi-Cal re­
imbursement rates for skilled nursing facilities 
and intermediate care facilities. to the extent 
feasible. be set at levels sufficient to allow 
those employees to be paid at wages which are 
sufficient to reduce turnover among such em­
ployees. in  order to improve the level and 
qual i fy  of patient care. 

.‘b) The Legislature further finds that the 
-ales for wages containedin this act were 

developed with recognition of the costs of in­
creased wages and related bendfits It is the 
intent of the Legislature that the funds result­
ing from the Medi-Cal rate increases provided
in this section be used for wage increases and 
for costs of normal benefit increases related to 
the wage and s a l a r y  increases. 

“(c) Notwithstanding any other provision of 
law, the State Directorof Health Services shall 
establish and implement regulations effective 
March 1.1978. that establish a payment rate 
forintermediate care facilities and skilled 
nursing facilities as defined in Section 12u) of 
the Health and Safety Code, which is sufficient 
to provide an increaseof two dollars and twen­
ty-eight cents ($2.28) perpatientday with re­
spect to skilled nursing facilities and one dollar 
and eighty-four cents ($1.84) per patientday
with respect to intermediate care facilities, for 
wages andbenefits of nonadministrativeem­

ployees. The increase required by this section . I  


shall be in addition to any futuremandatory ! ’  
increases required by federal or state law. The . .  
rate shall providefunding for the portion of 
additional costs necessary to implement the 
wage andbenefit increase required by this 
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section attributable 10 Medi-CaI patients The 
portion of [hose additional costs shall be the 
same as the ratio of Medi-Cal patients to the 
total patients In the facility. 

"(d) Each skilled nursing facility or interme­
diatecare facility shall certify that funds re­
ceived pursuant to this section for the period
commencing March 1. 1978. to and including
June 30. 1978, are expended for employee 
wagesand benefits. except i f  theentry level 
wages of the lowest paid nonadministrative 
employee of a skilled nursing facility or an 
intermediate care facility exceeds three dollars 
and ninety-seven cents (f3.97) per hour on the 
effective date of this section. the funds received 
pursuant to regulations adoptedpursuant to 
this section shall be used IO ensure the contin­
ued delivery of quality care in that facility.
The base from which employee wages and 
benefits are increased pursuant to this section. 
shall be the facility payroll for the month of 
December, 1977, but includingonly nonover­
time hours worked by covered employees. plus 
anyamount received pursuant to Section 
1439.7 of the Health andSafety Code. For 
purposes of determining the amount of hiedi-
Cal funds to be distributed for employee wages
and benefits, the total Medi-Cal patientdays
recorded by the facility in the month of De­
cember, 1977, shall be multiplied by the 
amount per patientday specified in subdivi­
sion (c) of this section. 

"(e) The director shall inspect relevant pay­
roll and personnel records of skilled nursing
facilities and intermediate care facilities which 
are reimbursed for Medi-Cal patients under the 
rate of reimbursement established pursuant to 
subdivision (C)of this section IO insure that the 
wage and benefit increases provided for have 
been implemented. 
"(0Any facility which is paid under therate 

provided for in which thedirectorfindshas 
not made the wage and benefit increases pro
vided for shall be liable to the employees for 
the amount of funds paid to the facility based 
upon the wage and benefit requirements pro­
vided for by this section but not distributed to 
employees for wages and benefits. The facility

make payment of theshall outstanding 
amounts to the state for appropriate distribu­
tion, plus an amount equal to 10 percent of the 
Funds not 50 distributed, to be retained by the 
state as a penalty. 

"(g) On or before July 1. 1978. and annually
thereafter, each skilled nursing facility or in­
termediate care facility shall certify to. and in 
the manner prescribed by. the director. all of 
the following: 

"(1) All nonadministrative employees of the 
facility employed less than threemonths re­
ceive al least an entry level wage amounting to 
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the  prevailing federalminimum wage rate plus 
50 percent o l  the average hourly wage increase 
established pursuant to this section for that 
facility during the period March through June, 
1978. 

" (2 )  All nonadministrative employees of the 
facilityemployed threemonths or more re­
ceive at least the prevailingfederal minimum 
wage rateplustheaverage hourly wage in­
crease established pursuant to this section for 
that facility during the period March through
June, 1978: provided. however, that noem­
ployee then employed shall receive a wage less 
than that which that person received pursuant 
to this section forthe period March through
June, 1978. after July 1, 1978. 

"(3) Any wage increase required pursuant to 
subdivision (a) of Section 1338 of the Health 
and SafetyCode isin addition to m y  mini­
mum wages provided in this subdivision. 

"Sec. 2.5. (a) The Labor Commissioner is 
hereby authorized to audit payroll and person­
nel records of skillednursing facilities and 
intermediate care facilities for the purposes of 
ensuring compliance with the wage levels pro­
vided for in this chapter. 

"(b) The Labor Commissioner is hereby au­
thorized torecoverfrom the skilled nursing
facility or theintermediate care facility any 
wages less than the minimum provided for in 
this chapter. The recovered funds shall be 
provided totheemployees who were under­
paid. 

"(c) The Labor Cornmissionermay recover 
anyfunds notused for increases in wages 
pursuanttoSections 14110.6 and 14110.7 of 
the Welfare and Institutions Code. The recow 
ered funds shall be provided to the employees
who wereunderpaid. All penalties collected 
pursuant to these sections shall be forwarded 
to the Controller for depositin the General 
Fund. 

"(d) The Labor Commissioner is hereby au­
thorized to impose any other penalties within 
his or her powers against any skilled nursing
facility or intermediate care facility that is in 
violation of thewage requirements of this 
chapter. The amount of any penalties already
paid to the State Department of Health service­
cs pursuant to this chapter shall be deducted 
from the amount of any unpaid penalties i m  
posed by the Labor Commissioner pursuant to 
this chapter.Theamount of anypenalties
already paid to the Labor Commissioner pursu 
ant to this chapter shall be deducted from the 
amount of anyunpaid penalties imposed by
the State Department ofHealth Services pursu­
ant to this chapter. 
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"(e) Any evidence of failure to pay wage Amendmen1 of thissection by J 1.5 of Stat$. 
rates 3s providedfor by this chapter shall be 1981, c. 1129. p. 4409. failed to become opera­
provided to the Labor Commissioner." tive under the provisions of 9 4 of that Act. 

Code of Regula t ions  References 
Reqb . requirements for electronic claims submission. KC 22 Cal. Code of Regs. 51502.1. 

Lib- References 
Social Securityand Public Welfare -241.65. C J S .  Social Security and Public Welfare 
WESTLAW Topic No. 356A. 138. 137, 

Note? of Decisions 
m i t a t i o n  OF actions 1 edies and proceeded directly to trial court on 

its appeal of 1972 audit adjustment, i t  did not 
do 50 within the applicablestatute of limita­
tions and i t s  claim was barred for that reason.

1. Limitation of actions Pacific Coast Medical Enterprises V. Depart-
Even if Medi-Cal services provider was enti- ment of Benefit Payments (1983) 189 Cal.Rptr. 

t l e d  to avoid exhaustion ol  administrative rem- 558, 140 C.A.3d 197. 

0 14170.1. Underpayments for pharmaceutical service credit against 
overpayments 

(a) Prior to the issuance to a provider of pharmaceutical services of any 
demand for payment pursuant to an audit or examination conducted under 
Sections 10722 and 14170, the amount of any underpayment to the provider 
for validly submitted claims or for valid claims which have inadvertently not 
been submitted and which arose during the audit period shall be determined 
and credited toward the amount of any overpayment due to the department. 
This section shall apply to all auditsand examinations conducted under 
SC 1s 10722 and 14170 relative to amounts paid during the audit period for 
se provided to Medi-Cal beneficiaries. No audit may be reopened to 
provide for underpayments in which a final decision has been reached 
pursuant to Section 14171 or in which a certificate has been filed pursuant to 
Section 14172. 

(b) When a providerof pharmaceutical services asserts that a claim has 
been underpaid for purposes of receiving a credit against overpayments, as 
authorizedby this section, the provider shall submit to the department 
information and documentation sufficient to resolve any dispute as to wheth­
er such claim was in fact underpaid.. 

( C )  For purposes of this section, the term "underpayments" shall include 
errors made by the pharmacist and errors made by the fiscal intermediary in 
determining payments for claims submitted withinthe billing time limits 
specified in Section 14115. 
added by Stats.1983, c. 1146, 5 1. Amended by Stats.1986. C. 562, § 1.) 

Llbrary References 
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